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Introduction
Terrorism represents one the most challenging contemporary policy syndromes to shared global prosperity. The trade channel is one of the mechanisms via which the scourge affects cross-country development (Asongu & Nwachukwu, 2016a) . Against this backdrop, a growing body of literature has focused on investigating tools with which conflicts and terrorism can be attenuated (if not eradicated). Some of the documented mechanisms have encompassed, channels of: education (Brockhoff et al., 2014) , especially lifelong learning (Asongu & Nwachukwu, 2016b) and bilingualism (Costa et al., 2008) ; the rule of law (Choi, 2010) ; the appealing role of the media and freedom of the press (Hoffman et al., 2013) ; behavourial motivations underpinning terrorism (Gardner, 2007) and employment of military devices (Feridun & Shahbaz, 2010; Asongu & Amankwah-Amoah, 2018; Asongu et al., 2019) .
The positioning of the inquiry on linkages between trade, foreign aid and terrorism builds on a gap in the stream of literature on nexuses between terrorism and macroeconomic outcomes. We substantiate this perspective in what follows by first discussing the underlying linkages and then engaging the more specific literature on the trade-terrorism nexus.
A substantial body of literature has been devoted to understand linkages between crimes, violence, terrorism, political instability and macroeconomic outcomes. Such focus has included the following. (i) The incidence of terrorism on foreign direct investment (FDI) (see Abadie & Gardeazabal, 2008) and the relevance of foreign aid in dampening the impact of terrorism on FDI (Bandyopadhyay et al., 2014) . Sometimes the interaction is conditioned on FDI thresholds (see Asongu et al., 2015) and on domestic corruption-control levels . (ii) The relationship between acts of terror and economic growth, with evidence of bidirectional (Gries et al., 2011; Shahbaz et al., 2013; Shahzad et al., 2015) as well as unidirectional (Piazza, 2006; Gaibulloev & Sandler, 2009; Öcal & Yildirim, 2010; Meierrieks & Gries, 2013; Choi, 2015) causalities. (iii) The nexus between innovation and terrorism (see Koh, 2007) . (iv) How terrorism interplays with natural resources (see Humphreys, 2005) .
The focus of this inquiry is on the last (iv) and first (i) strands. Hence, we aim to investigate if foreign aid can dampen the incidence of terrorism on international trade. While the link to the first strand reflects the notion of using external flows to crowd-out the effect of terrorism on globalisation, the connection to the last strand is fundamentally based on the fact that international trade encompasses the export of natural resources. We discuss how the positioning of the inquiry steers clear of existing literature on the relationship between trade and terrorism, which can be discussed in three main themes, notably: the effect of terrorism on trade; the impact of illegal trade on terrorism and setbacks on the modelling of the nexus between terrorism and trade. The themes are engaged chronologically.
As far as I have reviewed, there are four main studies in the first theme which is oriented towards the incidence of terrorism on trade.
(1) Richardson (2004) has concluded that measures of security that were put in place after the 2001 September 11 attacks in the USA broadly align with mitigating the negative consequences of terrorism on international trade. (2) The effect of welfare and terrorism on trade has been investigated by Nitsch and Schumacher (2004) who have employed an augmented gravity estimation approach on 200 countries for the period . With the help of a multitude of terrorism, violence and bilateral trade indicators, they have reached the conclusion that terrorism affects trade openness negatively. Furthermore, they have also maintained that trade openness reduces by about four percent when terrorism incidents are doubled. (3) De Sousa et al. (2009a) have examined the link between "nearness to the source of terror" and the unappealing consequences on trade. The authors have documented that it is imperative to carefully establish a theory that elucidate nexuses between transnational terrorism, trade and security policies. They have also emphasised the relevance of establishing more robust assessments on the spillovers of terrorism to varying definitions of neighbouring effects. (4) In an extension, De Sousa et al. (2009b) have investigated the impact of the diffusion of international terrorism on security and trade. The study is motivated by the hypothesis that closeness to the origin of terror is negatively connected to the corresponding spillover impacts. The underlying motivation of the study is that security initiatives that influence trade have a simultaneous incidence in the source-country and neighbouring nations. On the contrary, nations that are located very far from the origin of terror could be positively affected in terms of trade benefits which correspond to the "loss of trade" by the country from which the terror originates.
Moreover, its immediate neighbours also experience negative trade effects as a result of the underlying terrorism. De Sousa and co-authors have established three main results, notably:
(i) the existence of a direct negative impact on trade from transnational terrorism; (ii) trade activities increase in the presence of terror remoteness and (iii) a negative impact of terror has spillovers beyond the source country of terror to neighbouring countries.
With regard to the second theme on the effect of illegal trade on terrorism, two studies are apparent in the sparse literature. On the one hand, Piazza (2011) has investigated the relationship between terrorism and "trade in drugs" to conclude that the production of cocaine, opiate and illicit drugs substantially boost both domestic and transnational terror activities. Moreover, banning drugs and eradicating illicit crops produce opposite effects. On the other hand, using binomial regressions, Piazza (2012) has assessed the nexus between trade in opium and terrorism for the period 1996-2008 in thirty-four provinces in Afghanistan.
The study establishes that high rates of terrorism are associated with Afghan provinces in which the cultivation of opium is relatively more important. The direction of causality is therefore established to flow from opium production to terrorism.
As concerns the third theme, concerns about modelling has been raised by Mirza and Verdier (2008) after a review of existing literature. The authors have documented four main pitfalls in the literature on the relationship between terrorism and trade. They have cautioned that in order to improve robustness in the underlying relationship, studies have to: (i) account for omitted variables; (ii) acknowledge that terrorism is inter-temporally persistent; (iii) distinguish the impact of incidental country-specific terrorism impacts from the effect of occurrences that are related to source-nations and (iv) control for endogeneity.
The positioning of this inquiry improves the engaged literature in three main areas, namely by: controlling for more indicators of terrorism; exploring the relevance of foreign policy dynamics in the terrorism-trade nexus and adopting an empirical approach that controls for existing levels of the outcome indicator. The three points are substantiated in the paragraphs that follow.
First, in accordance with Choi (2015) , it is important to control for more indicators when assessing the nexus between terrorism macroeconomic outcomes. Hence, this study considers four measurements of terrorism in order to avail room for more policy options. The adopted variables include: domestic terrorism, transnational terrorism, unclear terrorism and total terrorism. The adoption of multiple terrorism variables steers clear of the engaged tradeterrorism studies in the perspectives that only few terrorism indicators have been used in the underlying literature, notably: domestic and transnational terrorism on the one hand by Piazza (2011) and transnational terrorism by De Sousa et al. (2009a , 2009b , on the other.
Second, in the interest of availing more room for policy implications, a policy variable is adopted in the terrorism-trade relationship. Accordingly, we assess how foreign aid can be used to dampen the negative relationship of terrorism with international trade. Two development assistance variables are employed, namely: bilateral aid and multilateral aid. The employment of a policy variable is in accordance with literature on the relevance of aid in the terrorism-FDI relationship (see Bandyopadhyay et al., 2014; Efobi et al., 2015) . The adoption of a policy variable has been cautioned by Choi (2015) and the intuition of a potentially negative influence of terrorism on trade is consistent with the findings of Richardson (2004) and De Sousa et al. (2009a , 2009b .
Third, in the light of the caution expressed by Mirza and Verdier (2008) on the imperative to use more robust estimation techniques, we adopt an empirical strategy that controls for initial levels of trade. The adoption of the quantile regression approach which enables us to account for existing levels of international trade is motivated by the fact that, blanket aid-related policies aimed at curbing the negative consequences of terrorism on international trade, may be ineffective unless such policies are contingent on initial levels of trade and tailored differently across countries with high, intermediate and low existing trade levels.
The rest of the study is organised as follows. The theoretical underpinnings, world trade and corresponding theoretical strategies are discussed in Section 2. Section 3 covers the data and methodology. The empirical results and corresponding discussion are engaged in Section 4 while Section 5 concludes with future research directions.
Stylized facts and theoretical underpinnings

1 Stylized facts and conflict management theoretical insights
Terrorism is increasingly very costly to the average tax payer in the world. In accordance with Anderson (2015) Whereas developed countries are more equipped with the financial and logistical facilities with which to absorb the consequences of terrorism on macroeconomic outcomes, developing countries need development assistance from the international community in order to limit/assuage the negative economic consequences of terrorism. Consistent with the motivation in the introduction, the relevance of foreign aid in reducing the potentially negative effect of terrorism on trade represents an important gap in the literature. In what follows, we discuss the theoretical insights supporting the underlying linkages. This is also in accordance with a recommendation by De Sousa et al. (2009a) on the imperative of clearly documenting theoretical concepts motivating relationships to be investigated.
In accordance with the extant literature on terrorism (see Asongu et al., 2015; , there are two main theories substantiated by Akinwale (2010) which support this line of inquiry, notably: the Conflict Management Model (CMM) of Thomas-Kilman (1992) and the Social Control Theory (SCT) of Black (1990) . On the one hand, within the CMM framework, intentions that are strategic in nature are very likely to rotate around a matrix defined by two factors (of cooperation and assertiveness), which when combined with collaboration yields five fundamental conflict management styles, namely: accommodation, competition, collaboration, compromise and avoidance. On the other hand, with regards to the SCT, nexuses between individuals, organisations and groups affect the exercise of one of the five principal mechanisms of social control, namely: avoidance, negotiation, tolerance, selfhelp and settlement. The suggested theoretical underpinnings are in line with the literature on peace and conflict management (see Borg, 1992; Volkema & Bergmann, 1995; Asongu & Nwachukwu, 2016b) . Furthermore, foreign aid is relevant in boosting factors needed in the fight against terrorism, notably: education and institutional quality (Heyneman, 2002; Heyneman, 2008a Heyneman, , 2008b Beets, 2005; Oreopoulos & Salvanes, 2009; ) and enhancement of government expenditure (Gaibulloev & Sandler, 2009 ).
It is important to articulate why foreign aid might modulate the effect of terrorism on trade on the one hand and the why it might vary according to the quantile of unexplained trade on the other hand. First, foreign aid might reduce the potentially negative effect of terrorism on trade because it provides financial, technical and logistical mechanisms with which to fight and prevent terrorism. The narrative on the relevance of foreign aid in boosting government expenditure and reducing the potentially negative effect of terrorism on macroeconomic outcomes is consistent with recent empirical literature (Gaibulloev & Sandler, 2009; Bandyopadhyay et al., 2014; Efobi et al., 2015) . Second, from logic and common sense, terrorism is likely to affect more globalised countries differently from their less globalised counterparts. In essence, terrorists' activities targeting trade activities will naturally not affect countries with high trade intensity with the same magnitude as their counterparts of low trade intensity.
Word trade and strategy: intuition and theoretical highlights
A multitude of international trade approaches can be adopted by both governments and managers of trade companies in order to limit the negative effects of terrorism on the cost of trading. In accordance with Mazzarella (2005) linked to the coverage of risk insurance that is essential for a specific business operation. On the other hand, various management methods for terrorism exist. These are adopted by managers in order to, inter alia: consolidate physical assets and work sites; hire more security personnel and consultants; employ subcontractors to mitigate further risk; train more personnel to prevent being terrorism targets and ensure good environmental and human rights records.
The discussed theoretical framework is in line with contemporary literature on international trade with regards to measures of the addressing negative effects resulting from terrorism, notably: anticipation of the potential impacts of terrorism (Harvey et al., 2017) , management of individuals in hostile terrains (Barder et al., 2015) , especially in relation to expatriate personnel (Barder & Berg, 2014a; Barder & Berg, 2014b; Bader et al., 2016) and Corporate Social Responsibility by international trade companies as a strategic management tool (Agwu & Taylor, 2015) . should not be on the former set of countries. Third, the present inquiry also aims to compare corresponding results with the stream of FDI literature that is based on the same sample and periodicity (see Bandyopadhyay et al., 2014; Efobi et al., 2015) .
Data and Methodology
Data
The dependent variable is trade exports while the independent variables of interest are:
(i) terrorism variables (transnational, unclear, domestic, unclear and total terrorisms) and (ii) foreign aid indicators (bilateral and multilateral aids). Terrorism is defined in this study as the threatened and actual use of force by subnational actors with the aim of employing intimidation to achieve political objectives (Enders & Sandler, 2006) . The terrorism indicators measure the number of yearly terrorism incidents registered in a country. In order to avoid mathematical concerns that are related to log-transforming zeros and correct the positive skew in the data, the study considers the natural logarithm of terrorism incidents by adding one to the base. This transformation approach is in accordance with recent literature (Choi & Salehyan, 2013; Bandyopadhyay et al., 2014; Asongu et al., , 2018a Asongu et al., , 2018b Asongu & Nwachukwu, 2017) . Terrorism-specific definitions are from Efobi et al. (2015, p. 6 Control variables are also adopted by the study in order to ascertain whether some preestablished relationships with the outcome variable are apparent. The macroeconomic and institutional variables of control include: internal conflicts, political globalisation, exchange rate, infrastructure, inflation and GDP growth. We discuss anticipated signs.
(1) Improvements in exchange rates should positively affect trade from the perspective of exports (see Akpan, 2015; Asongu, 2015) , whereas inflation and civil conflicts intuitively have the opposite effects. In essence: (i) inflation is likely to decrease trade because investors have been documented to prefer doing business in economic environments that are less ambiguous (see Kelsey & le Roux, 2017 ; (ii) high exchange rate in developing countries are associated with low levels of exports (Rodrik, 2008) and (iii) trade logically does not thrive in an economic environment that is clouded with civil conflicts and political instability. with leadership roles in processes of the international 'decision-making' (Lalountas et al., 2011; Asongu, 2014) . concerns between non-interactive indicators. In essence, in interactive models, whereas the issue of multicollinearity is not relevant for interactive variables (terrorism and foreign aid), the concern is important for non-interactive variables as in linear additive models (Brambor et al., 2006) . 
Methodology
Consistent with the economic development literature on conditional determinants (see Billger & Goel, 2009; Okada & Samreth, 2012) , in order to examine how initial levels of trade openness affect the nexuses between terrorism, aid and trade; we use the quantile regression (QR) approach. The methodology consists of assessing the determinants of trade openness throughout the conditional distribution of trade openness (Keonker & Hallock, 2001 ).
While previous studies on the relationship between terrorism and macroeconomic outcomes have reported parameter estimates at the conditional mean of the macroeconomic variables (see Bandyopadhyay et al., 2014; Efobi et al., 2015) , we complement the underlying literature by using the QR strategy. In essence, whereas mean effects on the dependent variable are important, effects on the conditional distribution provide more space for policy implications. For instance, while Ordinary Least Squares (OLS) assume that the outcome variable and error terms are distributed normally, such an assumption is not the basis for the QR approach. Hence, the empirical strategy enables the study to assess the impact of the 
where   Table 4 and Table 5 show results corresponding respectively to bilateral development assistance and multilateral development assistance. All the tables embody four-sets of The following findings can be established with respect to Table 4 on linkages between trade openness, bilateral aid and terrorism indicators. First, bilateral aid significantly contributes to mitigate the negative effect of transnational terrorism on trade in the top quantiles of the trade distribution. Second, the effect of bilateral aid is not significant in dampening the potentially negative effects of domestic, unclear and total terrorism on trade openness. Third, most of the significant control variables display the expected signs.
Empirical results
The following findings can be established with respect to When the findings in Tables 4 and 5 are compared and contrasted, a common denominator is apparent: it is primarily in countries with above-median levels of international trade that development assistance can be used as an effective policy tool for dampening the negative effect of terrorism on trade. Moreover, the evidence of causality running from terrorism to international trade is consistent the extant literature on the role of terrorism on trade, notably: Richardson (2004) , Nitsch and Schumacher (2004) and De Sousa et al. (2009a , 2009b . With respect to the role of foreign aid in modulating the effect of terrorism on trade, the established findings are consistent with the stream of literature underpinnings this study, notably: the role of aid in the terrorism-FDI nexus (see Bandyopadhyay et al., 2014; Efobi et al., 2015; Asongu et al., 2015) . Briefly discussing how we have improved findings established in prior exposition is worthwhile. For instance it is relevant to note that Asongu et al. (2015) have used quantile regressions with a focus on FDI whereas the other two studies (Bandyopadhyay et al., 2014; Efobi et al., 2015) have also used Generalised Method of Moments (GMM) with FDI as outcome variable. While the study by Bandyopadhyay et al. (2014) has been extended by Efobi et al. (2015) using a more robust GMM approach that conditions the investigated relationship on the level of corruption-control in developing countries, the two studies have also been extended by Asongu et al. (2015) who have assessed how foreign aid modulates the effect of terrorism on FDI throughout the conditional distributions of FDI.
Concluding implications and further research directions
The study has investigated whether development assistance can be used to crowd-out Second, multilateral aid also significantly reduces the negative effect of terrorism dynamics on trade in the top quantiles of the trade distributions. While this marginal effect from the interaction between multilateral aid and terrorism is apparent at the 90 th decile with regards to 'domestic terrorism'-and 'total terrorism'-related regressions, such dampening impact is apparent in the 75 th quartile and 90 th decile of 'transnational terrorism'-and 'unclear terrorism'-related regressions. It follows that it is primarily in countries above-median levels of international trade that development assistance can be used as an effective policy tool for dampening the negative effect of terrorism on trade.
The established findings clarify Asongu and Nwachukwu (2016a) who have concluded that bilateral aid is more relevant at dampening the negative effects of total terrorism and domestic terrorism on iron ore exports. Hence, when trade is considered in the broad sense, the policy relevance of foreign aid is not restricted to the total and domestic dimensions terrorism. Moreover, within this broader spectrum, multilateral aid appears to be a better tool Given the rise of terrorism incidents in recent years, future studies can focus on alternative policy tools that can be employed to crowd-out the adverse consequences of terrorism on macroeconomic outcomes. A caveat in this study is that foreign aid may be potentially endogenous to conflicts and trade. In other words, aid may be aimed at precisely those countries that fall into conflict but are nonetheless serious traders? This caveat is identified in this study in the perspective that the effectiveness of aid in modulating terrorism is more apparent in countries with above-median levels of international trade. Hence, future studies should account for such possible occurrences of endogeneity.
